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E.O. 11652: GDS 
TAGS: EGEN, EFIN, GW 

SUBJ: LUNCHEON WITH BUNDESBANK PRESIDENT AND VICE 
PRESIDENT 

1 . AT MY REQUEST CONSUL GENERAL LEHMANN HOSTED LUNCHEON 
ON MARCH 30 FOR ME IN FRANKFURT WITH BUNDESBANK 
PRESIDENT EMMINGER AND VICE PRESIDENT POEHL. THE 
ATMOSPHERICS WERE EXCEPTIONALLY GOOD. EMMINGER WAS 
NOTABLY CORDIAL AND SEEMINGLY VERY RELAXED AND 
COMFORTABLE IN HIS RELATIONSHIP WITH US ECONOMIC POLICY 
MAKERS. 

2. I DESCRIBED MY IMPRESSIONS OF US ECONOMIC POLICY AND 
IN PARTICULAR THE CONCERN OVER INFLATION WHICH I 

HAD DETECTED DURING MY WASHINGTON CONSULTATIONS. THEY 
WERE PARTICULARLY PLEASED OVER THE STRESS THAT THE 
ADMINISTRATION IS GIVING TO FUNDAMENTALS, AND INDICATED 
COMPLETE AGREEMENT OVER US EXCHANGE RATE POLICY, I.E. 

INTERVENTION IN MARKETS ONLY TO PREVENT DISORDERLY 
MARKET CONDITIONS. 
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3. THEIR COMMENTS ON THE DOLLAR/DM EXCHANGE RATE WERE 
VERY MUCH TIME ORIENTED. THEY WERE SANGUINE OVER THE 
PROSPECTS FOR THE DOLLAR OVER THE NEXT FEW WEEKS 
(ALTHOUGH THIS WAS BEFORE OUR FEBRUARY TRADE DEFICIT 
WAS ANNOUNCED). THEY BELIEVED THAT THE AGREEMENT WAS 
WORKING WELL IN PRACTICE AND LIKELY TO CONTINUE TO DO 
SO, FOR A WHILE. HOWEVER, AND AGAIN THEY STRESSED 
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THE IMPORTANCE OF US ATTENTION TO FUNDAMENTALS, A 
FURTHER SLIPPAGE OF THE RATE TO MUCH BELOW 2 DM 
EQUALS SL.00, WOULD BE "DISASTROUS" FOR GERMAN INDUSTRY. 

4. EMMINGER ALSO EXPRESSED CONCERN OVER MEDIUM AND 
LONG-TERM IMPACT OF AN OVERVALUED DM ON GERMAN INDUSTRY. 
HE DREW A PARALLEL WITH US EXPERIENCE IN THE 50'S AND 

60'S, AND BELIEVED THAT INEVITABLY PRESENT TREND IN 
GERMANY TOWARDS CAPITAL INVESTMENT ABROAD WOULD INTENSI- 
FY AS MORE AND MORE GERMAN MANUFACTURERS PURCHASE 
CHEAP ASSETS ABROAD AND BEGIN TO SUPPLY CUSTOMERS FROM 
OVERSEAS MANUFACTURING BASES. THE DROP IN GERMAN 
EXPORTS WILL NOT BE TOO SHARP; GERMAN INDUSTRY IS TOO 
EXPORT ORIENTED FOR THAT TO HAPPEN. HOWEVER, GERMAN 
MANUFACTURERS WILL BE FORCED TO ACCEPT LOWER PRICES 
IN ORDER TO STAY COMPETITIVE. THAT WILL LEAD TO A 
PROFIT SQUEEZE AND A LOWER RATE OF DOMESTIC INVESTMENT 
THAN IS OPTIMUM FOR HEALTHY GROWTH. GERMAN LABOR 
COSTS, WHICH ARE ALREADY EXCESSIVE, WILL INTENSIFY THIS 
TREND. POEHL, WHO SITS ON VOLKSWAGON BOARD, TOLD 
ME IN CONFIDENCE THAT VW, WHICH HAD ORIGINALLY PLANNED 
A 60/40 RATIO BETWEEN US AND GERMAN ORIGIN COMPONENTS 
IN THEIR NEW STANTON OPERATION, IS NOW PLANNING ON 
LOO PERCENT US PRODUCTION. 

5. THEY SAW OTHER REASONS FOR CONCERN OVER LONG-TERM 
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TRENDS AND DEVELOPMENTS. LIKE MOST GERMANS THEY 
REGARDED SETTLEMENT OF METAL WORKERS STRIKE AS OF KEY 
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IMMEDIATE IMPORTANCE, NOT SO MUCH IN TERMS OF THE WAGE 
SETTLEMENT, SINCE THE DIFFERENCES BETWEEN EMPLOYERS 
AND EMPLOYEES WERE NEGLIGIBLE, BUT RATHER BECAUSE OF 
OTHER WORK-RELATED ISSUES INVOLVED. EMMINGER TOOK A 
BROAD HISTORICAL VIEW OF THE ROLE OF TRADE UNIONS AS 
PARTNERS IN GERMAN ECONOMIC DEVELOPMENT. THE UNIONS 
HAD ALWAYS BEEN RECEPTIVE TO TECHNOLOGICAL CHANGES 
IN INDUSTRY AND HAD BEEN PREPARED TO ACCEPT LABOR SAVING 
INNOVATIONS. HE SEES THIS COOPERATIVE RELATIONSHIP 
AS CHANGING, AS A NEW GENERATION OF LABOR LEADERS COME 
TO THE FORE. FOR THE MOST PART, THESE LEADERS ARE 
WELL-EDUCATED INTELLECTUALS WHO HAVE SPENT THEIR ENTIRE 
WORKING LIVES IN THE UNION BUREAUCRACY AND HAVE HAD 
NO PRACTICAL SHOP-FLOOR EXPERIENCE. EMMINGER 
BELIEVES THAT THE PRINTING AND METAL WORKER DISPUTES 
ARE ONLY THE BEGINNING OF A PROCESS WHICH WILL LEAD 
TO FAR MORE TURBULENCE IN THE LABOR SCENE THAN IN 
THE PAST. 

6. EMMINGER COMMENTED SOMEWHAT WRYLY ON THE CURRENT 
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WAVE OF CRITICISM OF THE BUNDESBANK, OVER ALLOWING 
MONEY GROWTH TARGETS TO BE EXCEEDED. HE DOESN'T BELIEVE 
THAT THIS CRITICISM IS EITHER FAIR OR JUSTIFIED. 

NONETHELESS, IT IS A FACT OF LIFE AND NO DOUBT, HE 
CONCLUDED, THE BUNDESBANK WILL BE THE PRIME SCAPEGOAT; 
SHOULD INFLATION AGAIN EMERGE AS A PROBLEM. 

STOESSEL 


CONFIDENTIAL 


NNN 


Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 



Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 


Message Attributes 


Automatic Decaptioning: Z 
Capture Date: 01 jan 1994 
Channel Indicators: n/a 
Current Classification: UNCLASSIFIED 

Concepts: ECONOMIC COOPERATION, DIPLOMATIC DISCUSSIONS, MEETING REPORTS 

Control Number: n/a 
Copy: SINGLE 
Draft Date: 04 apr 1978 
Decaption Date: 20 Mar 2014 
Decaption Note: 25 YEAR REVIEW 
Disposition Action: RELEASED 
Disposition Approved on Date: 

Disposition Case Number: n/a 
Disposition Comment: 25 YEAR REVIEW 
Disposition Date: 20 Mar 2014 
Disposition Event: 

Disposition History: n/a 
Disposition Reason: 

Disposition Remarks: 

Document Number: 1978BONN06079 

Document Source: CORE 

Document Unique ID: 00 

Drafter: n/a 

Enclosure: n/a 

Executive Order: GS 

Errors: N/A 

Expiration: 

Film Number: D7801 45-0775 
Format: TEL 
From: BONN 
Handling Restrictions: 

Image Path: 

ISecure: 1 

Legacy Key: Iink1978/newtext/t19780497/aaaaddzm.tel 

Line Count: 160 
Litigation Code IDs: 

Litigation Codes: 

Litigation History: 

Locator: TEXT ON-LINE, ON MICROFILM 

Message ID: f8bc09b7-c288-dd11-92da-001cc4696bcc 

Office: ACTION EUR 

Original Classification: CONFIDENTIAL 

Original Handling Restrictions: ONLY 

Original Previous Classification: n/a 

Original Previous Handling Restrictions: n/a 

Page Count: 3 

Previous Channel Indicators: n/a 
Previous Classification: CONFIDENTIAL 
Previous Handling Restrictions: ONLY 
Reference: n/a 
Retention: 0 

Review Action: RELEASED, APPROVED 
Review Content Flags: 

Review Date: 25 may 2005 
Review Event: 

Review Exemptions: n/a 
Review Media Identifier: 

Review Release Date: n/a 
Review Release Event: n/a 
Review Transfer Date: 

Review Withdrawn Fields: n/a 
SAS ID: 3086510 
Secure: OPEN 
Status: NATIVE 

Subject: LUNCHEON WITH BUNDESBANK PRESIDENT AND VICE PRESIDENT 
TAGS: EGEN, EFIN, GE, US 
To: STATE 
Type: TE 

vdkvgwkey : odbc://SAS/SAS.dbo.SAS_Docs/f8bc09b7-c288-dd1 1 -92da-001 cc4696bcc 
Review Markings: 

Sheryl P. Walter 
Declassified/Released 
US Department of State 
EO Systematic Review 
20 Mar 2014 

Markings: Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 


Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 



